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GLOSSARY 


Barrel of oil — 
the standard measure of crude oil volume being 35 Imperial gallons or 42 
U.S. gallons. 


Commercial discovery — 
a test well from which petroleum substances may be produced in sufficient 
quantities to justify completing the test well for the taking of production. 


Development drilling — 
additional wells drilled following a discovery for the purpose of delineating 
the areal extent of the new field or pool. 


Dry and abandoned — 
a drilled well which has no economic value. 


Exploratory drilling (or wildcat) — 
drilling for oil or gas in an area or at a subsurface depth previously unex- 
plored. 


Farmout — 
an agreement whereby a company earns an interest in mineral rights held 
by another company by the carrying out of certain exploration work usually 
involving a test well. 


Geological and geophysical structure — 
a fold, fault or other deformation of the earth’s crust. 


Lease (acreage, Production Licence, Prospecting Licence, Concession) — 
rights granted covering specific geographic areas by owner for the explora- 
tion and production of petroleum and natural gas, or other minerals. 

Liquids — L.P.G.’s — 

Liquified Petroleum gases, as distinguished from crude oil, contained in 
some natural gas usually requiring a processing plant to separate from 
natural gas. 

MCF — 

a volumetric measure containing one thousand cubic feet of natural gas. 

Sour gas — 
natural gas containing hydrogen sulphide (H2S) highly toxic and requiring 
processing before sale. 

Seismic — seismograph survey — 

a technique used to determine the configuration of subsurface geological 
structures. 

Ton of sulphur — 
actually a long ton or 2,204 Ibs. 


Wellhead price — 


the price paid to the producer by the buyer of crude oil or natural gas ex- 
clusive of all transportation charges. 


Five Year Financial & Operating Review 


Depreciation/Depletion .... 
Net Income (loss) ......... 
Net Income (loss)/share .... 
Total Assets 
Working Capital 
Long-term Debt 
Shares Outstanding ....... 
Shareholder’s Equity 


Toronto Stock Exchange 
Share Volume*........ ‘ 
Value ini hyn icy tai: 


Gross wells drilled 
OUAG aS amen eornenenelne ncaa 
Dry and Abandoned ..... 
Number of Employees ... 


Proven Oil & Condensate ... 
Probable Oil & Condensate . 


Total in Barrels 


REOVENRGAS Taare pe cuanen a et 
Probable Gas) 322) 289 3. 
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Proven Sulphur ........... 
Probable Sulphur ......... 


Total in Tons 


* Calendar Year 


* notinclusive of 32,000 MMcf attributable to the revenues allocated to Turner Valley 


Bi fap re) (ee el eye) perhe 


1976 


$2,472,000 
$1,405,000 
50c 
479,000 
474,000 
17c 
13,000,000 
1,089,000 
5,830,000 
2,833,583 
6,205,000 


20 
11 


3,945,682 
2,574,853 
6,520,537 


42,330** 


11,201 
53,531 
93,305 
56,905 
150,210 


1975 1974 
$1,271,000 $ 672,000 
800,000 204,000 

28C 7c 

246,000 226,000 
183,000 (292,000) 

6c (10c) 
7,002,000 6,437,000 
2,364,000 2,449,432 
370,000 604,000 
2,831 ,383 2,831,383 
5,726,000 5,543,000 
1,206,795 2,009,131 
$4,421,874 $17,398,833 
13 20 
9 10 
4 10 
4 5 


Gas Plant from which 15¢/Mef is collected when processed. 


1973 


$ 581,000 
90,000 


(249,000) 
(11) 
4,751,000 
634,362 
632,000 
2,431,383 
3,622,000 


2,682,900 


ote 


$ 564,000 
204,000 
10c 
164,000 
(35,000) 
(2c) 
3,224,000 
384,000 
629,000 
1,953,293 
2,277,000 


1,378,000 
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Dear Shareholder: 


Sharp increases in natural gas prices in Alberta 
coupled with increasing volumes of production 
and new acquisitions produced higher earnings 
and cash flow for the year ending May 31, 1976. 


Revenues from oil and gas sales after royalties 
reached $2,271,000, while net earnings increased 
to $474,000 or 17 cents per share. 


The company’s long term indebtedness in- 
creased to $5.8 million due to the purchase of 
producing properties located in the Turner Valley 
oil and gas field. 


During the year an additional 16% of the out- 
standing shares of Giant Reef Petroleums Limited 
was purchased for cash, increasing the com- 
pany’s interest in Giant Reef to 82%. 


On page 1 of this report we have published for 
the first time our reserve estimates as of May 31, 
1976. The reserves were calculated by McDaniel 
Consultants (1965) Ltd., and will be subject to an- 
nual revisions caused by the production of the 
reserves, future performance of the oil and gas 
fields, and new additions when discovered or ac- 
quired. Recently discovered North Sea reserves 
were not included in the estimate. 


Alberta 


The political and business climate has im- 
proved for the oil and gas producing industry dur- 
ing the year and we are cautiously optimistic that 
governments at all levels have come to realize that 
the country’s ambitious social goals can only be 
attained when the productivity of the nation is 
maintained and increased. Government involve- 
ment in our industry remains the number one 
detriment to development. Business decisions too 
often are made for tax reasons and artificial in- 
centives rather than to increase reserves and 
profitability. Inflation, high interest rates and the 
lack of clearly defined government energy 
policies are further obstacles to an orderly 
development of the oil and gas industry. 


In Saskatchewan the company’s non- 
producing leases have been allowed to lapse. The 
excessive royalties and mineral taxes in that 
Province make new exploration unprofitable. 
Furthermore, the current excessive taxation will 
lead to early abandonment of producing fields, 
causing the loss of producible secondary 
reserves. Secondary reserves are those which 
can only be produced through extraordinary 
techniques such as waterfloods, steam injection, 
miscible floods, etc., which are only economic if 
the producer is allowed a rate of return to afford 
the heavy captial investment required to effect 
such techniques. 


Recently threatened expropriation of the 
properties of other mineral producers also is a 
strong deterrent to exploration in Saskatchewan. 


EXPLORATION AND DEVELOPMENT 
Western Canada 


QUIRK CREEK (see map No. 1) 


During the year two development wells were 
completed in the deep Mississippian thrust sheet 
at 11,500 feet. The discovery well drilled in 1973 
finally went on production in July. Construction of 
a high pressure gathering line and modification of 
the Quirk Creek sour gas plant were necessary 
prior to producing this gas which has a higher 
hydrogen sulphide content than the gas from the 
shallower Mississippian zone for which the gas 
plant was originally designed. In addition two 
wells were completed in the shallower Mississip- 
pian zone to increase the deliverability from the 
field. Altogether the owners of the field invested 
approximately $8.7 million for development of the 
field during the year. It is expected that due to the 
availability of the deep gas the plant will be used 
to its full design capacity during the coming year. 


MAP No. 1 
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GROSS ACRES 40,000+ 


One exploratory deep test is currently drilling to 
test the potential of the deeper Mississippian and 
Devonian structure beneath the southern part of 
the field. This well Husky et al Quirk Creek 10-28- 
20-4-W5 is expected to bottom at 15,500 feet in 
the Devonian system and is expected to cost $2.6 
million. Your company’s 82% subsidiary, Giant 
Reef Petroleums Limited, owns a 5% working in- 
terest in the well and field. 


TURNER VALLEY 


Effective November 1, 1975 your company 
purchased for cash varying interests in certain 
producing oil and gas properties in the Turner 
Valley oil and gas field of Alberta. The producing 
field covers approximately 16,700 acres. 


These properties contain 234 producing oil and 
gas wells, the production of which is unitized. 
Peyto’s share of the production is approximately 
420 barrels of oil per day and 2 MMcf of natural 
gas. Included in the purchase is a 33 1/3% in- 
terest in Madison Natural Gas Company Ltd. and 
a natural gas processing plant known as the 
Decalta plant. Peyto receives substantial 
revenues from these facilities and also con- 
tributes to their capital and operating costs. 


LACOMBE 


On part of the company’s 20,000 acre spread of 
leases, two Viking Zone gaswells have been com- 
pleted and a 6 million cubic feet per day (6 
MMcf/d) natural gas processing plant is under 
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GROSS ACRES 49,000+ 


construction. Start up date is October 1. Peyto 
owns 18%2% in the plant and the production. 


LONG COULEE 


Your company is participating in the construc- 
tion of a 30 MMcf/day gas plant in which our 
share will be +1 MMcf/d. Cost of the plant is $4.5 
million and the company’s share of the gas will be 
produced from 4,000 acres of leases on which two 
prolific gaswells have been compieted. On 
production date for the plant is May 1977. 


SEEBE-GHOST (see map No. 2) 


Studies to select a suitable plant site to process 
the previously discovered reserves are con- 
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tinuing. Difficulties are being encountered from 
an environmental point of view in this ecologically 
sensitive area. 


Drilling by others is continuing in an attempt to 
increase reserves for this proposed plant. 


VIKING KINSELLA — WAINWRIGHT 
(see Map No. 3) 


The company owns 27,125 acres of mineral 
titles which are leased out to others. Peyto retains 
a 5% royalty and an annual rental. The area is be- 
ing extensively explored by others which has 
resulted in the completion of several oil and gas 
discoveries. 


MAP No. 3 


By virtue of the terms of our lease we expect the 
lessee to commence an extensive drilling 
program in the coming year. As many as 20 wells 
may be drilled on this acreage at no cost to Peyto. 


NEPTUNE 


The gas plant in which your company has a 
25.89% interest commenced production in 
December 1975, at a maximum rate of 7 MMcf/d. 
During this summer the plant has been largely 
shut in due to lack of markets. Hopefully produc- 
tion will recommence this autumn. Fortunately the 
existing gas sales contract contains a “pay or 
take” clause which will result in a certain 
minimum level of income for the contract year. 


MISCELLANEOUS 


Smaller additions to reserves were made 
through completions of 3 gaswells at Bruce, 1 
gaswell at Rochester, 1 gaswelil at Fenn West, 1 
gaswell at Worsley, all in Alberta, and 1 gaswell at 
Clarke Lake in British Columbia. The company 
holds varying interests in the above wells. 


Of the 9 dry holes in which the company had an 
interest four were drilled by others at no cost to 
the company. 


The company intends to increase its explora- 
tion activities primarily in Alberta due to its more 
favorable economic and political climate. 
Negotiations to acquire non-equity funds to 
finance an expanded exploration program are 
currently in progress. 


FOREIGN EXPLORATION 


United Kingdom (see centerfold map) 
Block 3/7 


The company’s first foreign offshore discovery 
was made in 1976 on the company’s offshore 
block 3/7 in the North Sea. Well 3/7/1 flowed oil at 
the rate of 3,100 barrels of oil per day. 


Through a farmout agreement with Chevron 
Standard, that company committed to drill two 
testwells on the block at no financial cost to the 
company and upon the establishment of commer- 
cial production Chevron agreed to finance the 
development of such production. The company 
through its wholly owned U.K. incorporated sub- 
sidiary, Peyto Oils (U.K.) Ltd., originally had a 10% 
interest in block 3/7. After completion of the farm- 
out Peyto’s interest will be 1.5% during payout of 
Chevron’s development costs and 3.5% 
thereafter. 


Following the drilling of two earning testwells by 
Chevron, the second of which is presently drilling, 
there are other exploration targets on block 3/7 
and it is likely that at least one further wildcat well 
will be drilled. Such a well, if drilled, will require 
the company’s financial participation up to 3.5%. A 
wildcat well on this block now costs between $6 
and $8 million. Again should a wildcat prove 
productive the financing of the development of a 
discovery would be the responsibility of Chevron 
on the above stated terms. 


The current driller 3/7/2 is of much greater 
significance than the initial 3/7/1 well. It is testing 
a substantial fault block running north-south on 
the western flank of the Ninian field. Should this 
well be oil productive it will have confirmed the 
existence of a commercially viable oilfield on 
block 3/7 and planning of the development of a 
field could then proceed. Fortunately block 3/7 
adjoins the Ninian oilfield already under develop- 
ment, including a pipeline to the Shetland Islands. 


Block 211/2 


After long delays we have finally obtained ap- 
proval in principle from the U.K Government to 
farmout the block to another company. Documen- 
tation is going forward at present and a more for- 
mal announcement will be made upon completion 
of the transaction. Drilling on this block is now ex- 
pected during the summer of 1977. 


TUNISIA (see map No. 4) 

Peyto and its subsidiary, Giant Reef Petroleums 
Limited, participated recently with a 7% interest in 
the drilling of the Hammamet #2 well, offshore 
Tunisia. Although many significant indications of 
hydrocarbons in at least 4 zones were en- 
countered, and oil flowed from one of these at 
1790 barrels per day, the well was nevertheless 
suspended as non-commercial. Cost of drilling 
this well was $4 million, plus $2 million for testing. 


MAP No. 4 
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To paraphrase a famous statesman — “never 
before in the history of this company have such 
high hopes from such noble efforts resulted in so 
little”. 


Additional seismic is being conducted to deter- 
mine future exploration targets on this 1.2 million 
acre offshore consession. Subsequent to the 
completion of this well 50% of the company’s in- 
terest in the concession was sold. 
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CALIFORNIA OFFSHORE (see map No. 5) 


An interest in five leases totalling 26,640 acres 
was acquired through participation in a U.S. 
Federal lease sale. The leases are located in the 
Santa Barbara Channel and were acquired follow- 
ing an extensive 3,000 mile geophysical program 
and geological investigation. Attempts are being 
made to have others evaluate the leases through 
drilling. 


CAMEROON (see map No. 6) 


A 7.5% interest was acquired in a 185,280 acre 
exploration license in Cameroon directly adjoin- 
ing Nigeria, Africa’s second largest oil producer. 


10 


MAP No. 7, 
GAMBIA (see map No. 7) 

Additional seismic work has been completed 
under a seismic drilling option agreement with 
another company. The option to drill was not ex- 
ercised. Attempts are underway to interest others 
in this 1.5 million acre concession. 


AUSTRALIA 


An application, Peyto’s interest 10%, has been 
made for a 3.5 million acre concession offshore 
Northwest Australia, with the Australian Govern- 
ment. A decision is expected shortly. 


Your Board wishes to thank the company’s 
employees for their dedicated efforts and 
valuable cooperation, and welcomes Mr. Jim 
Lawrence a senior geologist, to its staff. COPETAO 


Re Peyto Acreage 


ZA Peyto Lease Application 


Submitted on behalf of the Board of Directors 


R. T. M. VANDERHAM, 
PRESIDENT 2 
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Peyto Oils Ltd. and Subsidiaries 


Consolidated Balance Sheet May 31, 1976 
(with comparative figures for 1975) 


ASSETS 
1976 
Current assets: 
CEST a UGE ono Nas oT UWS EAD RE fan $ 31,961 
Deposit receipts, including accrued interest .............. 1,007,771 
ACCOUNTS TECEIVADIO Nec inn le ec tal nny EN CeO eof ae 644,483 
Total CUrrENTASSEIS tale ai accent in utente senna et 1,684,215 
Property, plant and equipment, at cost 
ENOTES 2: BINS) a Ce are AROS NMC RN DISET at REIL Oa ete a 12,378,039 
Less accumulated depletion and depreciation ............ 1,360,460 
11,017,579 
Other assets: 
investments, at cost (quoted market value 
$343;69671975'——| $428 992) rece ie acca tn eee ean 240,256 
Other investments, at cost less amounts 
written off (no quoted market value) .................. 77,216 
Refundable deposits aie aia aor Cay On rion a se BEI arn ae ea 14,198 
INCOrpOration COSIS eras arenas erence CCL ony eC ay 10,039 
341,709 
$13,043,503 
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1975 


79,362 
2,383,778 
548,514 


3,011,654 


4,371,424 
881,072 


3,490,352 


453,998 


22,805 
14,247 
9,238 


500,288 


7,002,294 


LIABILITIES 


Current liabilities: 
Accounts payable and accrued liabilities ....... 
Current portion of bank loan (Note 3) .......... 


fotalicurrent tabilities twee ee ew cals 
Bank loans, net of current portion (Note 3) ........ 
Minority interest in subsidiary company .......... 


Deferred income taxes ..........-... 000 cee eee 


Shareholders’ equity: 
Capital stock (Note 4): 
Shares without nominal! or par value. 
Authorized 6,000,000 shares; issued 
2,833,583 shares; (1975 — 2,831,383 shares) 


[DYSAOTE 5. bib ww Ge esa LNG GEE EGON Me IR NRE URS ASAE ANS 


Approved on behalf of the Board: 


R. T. VANDERHAM Oirecior 


W. WOLODARSKY Bractar 


See accompanying notes. 
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1976 


420,240 
175,000 


595,240 


5,830,000 
167,449 


245,391 


6,227,477 


22,054 
6,205,423 


$13,043,503 


1975 


548,027 
100,000 


648,027 


370,000 
233,184 


25,003 


6,222,010 


495,930 


5,726,080 


7,002,294 


Peyto Oils Ltd. and Subsidiaries 


Consolidated Statement of Earnings Year ended May 31, 1976 
(with comparative figures for 1975) 


1976 1975 
Revenue: 
OIbANG GAS: 28) ch User ane meant hae uanemer, Tre ee Men Gerster Spr eas $2,270,915 913,757 
Interest Garned sos, Mapa eraser ave aeren etteteae Ee near ene Vara mine tent 131,247 238,933 
Management'and otherincome vit sia ee see cee ne 33,224 119,111 
Gain on sale of properties and investments............... 36,264 1,245 
2,471,650 1,273,046 
Expenses: 
LO Jerc ies il gle RUM APHE Opp i ace Sua C adh idle Use Ne Si Onan tne ant hats 590,519 240,549 
Lease rentals on non-producing properties .............. 38,152 45,718 
General-and! ad miniStravve ney gains sinks vans iitiian giana weien na pele 219,840 165,680 
INterest=— Dank TOA een Guy nosy OaUAL ee eran atau Nitin eae atayie: 312,109 66,901 
Diet el Ce} 1 68) qeweueaenivencar span WemnnD OUyye aie TOA 6 RMN Br ON OIE AU SN te 347,695 158,201 
DO Dre Glationiwee stairs omen MANuiay Cena u Uge Ra out ent abate le rho a Le DR 131,692 87,411 
Dryholes.‘and abandonmentSiais aires ae ae vie cneiaeinan wenden tiene 221,047 262,587 
1,861,054 1,027,047 
Earnings before income taxes, minority 
interest and extraordinary item ................ 610,596 245,999 
Income taxes (Note 5): 
Deferred: INCOMOE: taxes aiiienaen na Weer maneten stn anti cemnner lemony nas 266,354 165,525 
Province of Alberta Royalty Credit ...................45. 130,490 47,721 
135,864 117,804 
Net earnings before minority interest 
ANC GXtrAORGINArVate Maes eae rine Loman ns tae ses eae 474,732 128,195 
Minority interest in earnings of subsidiary .................. 38,907 57,048 
Net earnings before extraordinary item ............ 435,825 71,147 
Extraordinary item: 
Reduction of deferred income taxes resulting from 
application of exploration and development 
expenses net of minority interest share in the 
amount of $7,915; 1975 — $28,661 ................... 38,051 111,861 
NOT Garnlngs cso saGrel a conulee thane met oar, Cee wa i cenugme reba $ 473,876 183,008 
Net earnings per share (Note 6): 
BefOre-@xtraOradinary, Gti isenccmritn es veep mein a tne ae meeeentttara $ 0.16 0.02 
EXEPAOrcIMenyatGini. i) teint as uri apne ye etre nce (ee. eve ne nya 0.01 0.04 
$ 0.17 0.06 


See accompanying notes. 
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Peyto Oils Ltd. and Subsidiaries 


Consolidated Statement of Changes in Financial Position 
Year ended May 31, 1976 


(with comparative figures for 1975) 


1976 

Working capital was provided from: 
Net earnings before extraordinary item .................. $ 435,825 
Add items not affecting working capital.................. 969,431 
Working capital provided from operations ......... 1,405,256 
ISSUG OLGADITaStOCK ary wane ciel Misra ncn Men ucmenem aL 5,467 
PrOCcecaSsOlm Dan kKitOane airmen yc ren ih cen na yaae scat 5,580,000 
Proceeds on sale of investments ....................05. 249,253 
7,239,976 

Working capital was used for: 

ELODeHLVa Diane and COUIDIMIONU iiiaccsin. esos ceteve oni ieerep etn toee 8,095,710 
DECKSASE IMD ANIKIOANS mee sien sieieae sua naam ie eNUn eee 120,000 
PUECI ASE OliINVESUMONILS me rr ae acaina esere ic coe Cama Re eur ie 54,410 
Purchase of additional shares of asubsidiary ............. 244,508 
8,514,628 
Decrease iimwOrking Capitalien case aur ai aNcun Nr eae nc uit ise anton 1,274,652 
WOKING Capitals DEGINNING OL Year ein Mccain rawatanwrascldaten ate es 2,363,627 
WOcking Capitalnend Of veatjern serait i ne cnn ne ACn Oe Rey her $1,088,975 


Consolidated Statement of Deficit Year ended May 31, 1976 


(with comparative figures for 1975) 


Deliclie DEGINHING OF VEAIa Nave ke wate acu snuauha acon Dati ee Nt ae pes $ 
INGECALMINGS mere rni ce tetsu ar ruuniun, Vela tener muereuern yanietmCnur ety Ratha 
DeTICleNnCOlVeatwmm ae versa iste caveat ulna ian aunia anata et scabs $ 


See accompanying notes. 
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1976 
495,930 


473,876 


22,054 


1975 


71,147 
729,527 


800,674 


13,051 


813,725 


659,144 
234,000 


6,386 


899,530 


85,805 


2,449 432 


2,363,627 


1975 
678,938 
183,008 


__ 495,930 


Notes to the Consolidated Financial Statements May 31, 1976 


1. Accounting Policies: 


Principles of Consolidation: 
The consolidated financial statements include the accounts of all wholly-owned subsidiary com- 
panies and an 82% held subsidiary, Giant Reef Petroleums Limited. During the year the company 
acquired an additional 16% of the outstanding shares of Giant Reef Petroleums Limited which 
reduced the minority interest in that subsidiary by $112,558. 
The excess of the purchase price of the shares of Giant Reef Petroleums Limited over the un- 
derlying net book values, at dates of acquisition, has, on consolidation, been added to the cost of 
developed oil and gas properties and is being depleted on the unit of production method. 

Petroleum and Natural Gas Properties: 
Under the successful efforts method of accounting as used by the company (as opposed to the 
“full cost” method) all costs relative to exploration for and development of petroleum and natural 
gas whether productive or non-productive are initially capitalized. The cost of non-producing 
properties, including development and exploration thereon, less any proceeds on disposal, are 
charged against earnings in the year of disposal, abandonment or surrender. Costs pertaining to 
producing properties are depleted on a unit of production method based on estimated proven 
reserves. Carrying costs on undeveloped properties are charged against earnings in the year in- 
curred. 

Depreciation: 
Lease and well equipment are being depreciated on the composite unit of production method. 
Gas plants are being depreciated on the straight line basis at an annual rate of 5 percent, which 
rate is estimated to amortize the costs over the useful lives of the plants. 


Income taxes: 


The company follows the tax allocation basis of accounting for all timing differences between net 
earnings and taxable income. 


2. Property, plant and equipment: 


1976 1975 
Accumulated 
Assets at depreciation 
Cost and depletion Net Net 
Developed oil and gas properties and 

equipmentthereon ................5. $ 9,448,708 1,039,228 8,409,480 2,104,583 
KAAS DIANS corey te aetna naan ep eae ae anna 2,206,719 321,232 1,885,487 891,640 
Undeveloped oil, gas and mineral properties 22.012 a 722,612 494,129 


$12,378,039 1,360,460 11,017,579 3,490,352 


3. The bank loans are evidenced by demand promissory notes and are secured by certain petroleum and 
natural gas properties and accounts receivable. A production bank loan in the amount of $5,500,000 is 
repayable out of future production proceeds, and, accordingly, is not expected to require the use of 
existing working capital; therefore, no portion of this loan has been reclassified to current liabilities. 
Cannes payments on this loan required to meet the next fiscal year’s instalments are estimated at 

,000. 


Under the agreed terms of repayment approximately $175,000 of the remaining bank loans of $505,- 
000 will be repaid in 1976 and have been included in current liabilities. 


4. Capital stock: 


During 1976 the company issued 2,200 shares of its capital stock under its stock option plan to 
employees for an aggregate cash consideration of $5,467. Also options on 10,000 shares were ter- 
minated under the plan. 


At May 31, 1976 the company has granted 13,300 shares of its capital stock for employee stock op- 
tions. The options are exercisable one fifth each year on a cumulative basis at a price of $2.485 per 


share, expiring on September 5, 1979 or 60 days after termination of employment whichever comes 
first. 
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Income taxes: 


At May 31, 1976 the following amounts remain to be carried and applied against future taxable in- 
come to the maximum amounts permitted annually under the Income Tax Act. 


Drilling, exploration and lease acquisition costs to May 6, 1974................. $1,602,605 


Cumulative Canadian exploration expenditures ............. 00.0 c cece eeeeee $ 82,404 
Cumulative Canadian development expenditures ..................000 cee eeaee $5,248,196 
Uncepreciatedrcapitall COStme men werent tne ote ke nea ee ee $2,167,073 


Net earnings per share: 


The net earnings per share is calculated using the weighted average number of shares outstanding 
during the year. Fully diluted earnings per share are not presented as there would be no material 
change. 


Anti-Inflation: 


The company is subject to the provisions of the Anti-inflation Act and Regulations governing the 
amount of dividend payments and as a result the amount of dividends which may be paid is 
restricted. 


Remuneration of Directors and Officers: 


The aggregate remuneration paid to senior officers (as defined by The Companies Act, Alberta, 
which term includes the five highest paid employees of the company) during the year amounted to 
$90,500 (1975 — $97,000). No remuneration was paid to directors as such. 


Auditors’ Report to the Shareholders 


We have examined the consolidated balance sheet of Peyto Oils Ltd. and subsidiaries as 
of May 31, 1976 and the consolidated statements of earnings, deficit and changes in financial 
position for the year then ended. Our examination included a general review of the accounting 
procedures and such tests of accounting records and other supporting evidence as we con- 
sidered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position 
of the company and subsidiaries as of May 31, 1976 and the results of their operations and the 
changes in their financial position for the year then ended, in accordance with generally 
accepted accounting principles applied on a basis consistent with that of the preceding year. 


Calgary, Alberta PEAT, MARWICK, MITCHELL & CO. 
July 28, 1976 Chartered Accountants 
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a 
o8 m 
PEYTO OILS LTD. AND SUBSIDIARIES 5 
CONSOLIDATED BALANCE SHEET =] g 2 O 
mms. 
November 30, 1976 USOC 
(with comparative figures for 1975) > s a= 
~< 
(unaudited) a wD = XE 
ASSETS: a = GS 
1976 1975 pe) 
Current assets: 
Gasile eee. 4. eee ee $ 5,783 $ 10,158 
Deposit receipts, including 
accrued interest ........... 1,007,600 2,014,360 
Accounts receivable.......... 604,680 291,381 
Total current assets ........ 1,618,063 2,315,899 
Property, plant and equipment: 
COSTS aye ee ee ce, 12,926,837 5,071,017 
Less accumulated depletion = eS = s 
and depreciation........... 1,620,200 1,003,401 ae a (2) BS 
11,306,637 4,067,616 Gmc A 
Other assets: ae i . 
Investments, at cost.......... 311,450 265,509 2 i 
Refundable deposits ......... 14,198 14,247 £ | oo mae 
Incorporation costs........... 10,038 9,238 G a = 
La eo) 
335,686 288,994 Ie Se ree 
$13,260,386 $6,672,509 Sy ae 
@ 
es 
cre 
LIABILITIES 
Current liabilities: 
Accounts payable and 
accrued liabilities .......... $ 203,074 $ 195,791 
Current portion of bank loan .. 190,000 100,000 
Total current liabilities ...... 393,074 295,791 
Bank loan, net of current portion. 5,894,500 307,000 
Minority interest in subsidiary 
COMPAM Vig rei aie ccc raess ees See eco 186,696 138,467 
Deferred income taxes ......... 377,260 100,926 
Shareholders’ Equity: 
Capital stock 
Shares without nominal or 
par value 
Authorized 6,000,000 
shares; issued 
2,833,383 shares 
(1975 — 2,881,383).... 6,227,477 6,222,010 
SUIPIUSH( Getic) samen seer ae 181,379 (391,685) 
6,408,856 5,830,325 
$13,260,386 $6,672,509 
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Line's »m Canada 


Peyto Oils Limited 


AND SUBSIDIARY COMPANIES 


INTERIM REPORT 


For Six Months Ended November 30, 1976 
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